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Chairman’s Report to the Shareholders 


PENSIONFUND REALTY LIMITED 
(Le Fonds de Pension Immobilier Limitée) 


Pensionfund Realty Limited has undergone another year 
of substantial growth. Good support has been given by the 
shareholders in taking up new investments offered during 
the year. The contents of this report, the first of its type for 
your Company, is a display of the progress that has been 
made since the inception of the Company approximately 
four years ago. Your Company now has one of the largest 
portfolios of real estate owned by Pension Funds in North 
America. 


The assets of Pensionfund Realty Limited and Pension- 
fund Properties Limited, administered by Morguard Prop- 
erties Limited have grown from $261 ,194,000 to 
$349,862,000 during the past year. In this report | will 
concentrate on Pensionfund Realty Limited and exclude 
Pensionfund Properties Limited as that portfolio is covered 
by the Chairman of that group. The assets of this com- 
pany have grown from $40,927,000 as at 31st December 
1977 to $117,767,000 as at 30th September 1978. This 
growth in assets displays the desire of the shareholders to 
invest in real estate as an addition to their many other 
investments. 


The less dynamic growth in income from operations 
($4,196,000/1978 vs. $3,120,000/1977) in relation to 
asset growth, Is attributable to three causes: 


1 The change in fiscal year-end from December 31st to 
September 30th reflecting only nine months of 
operation. 


2 Purchases, such as 50 Bloor Street West, Toronto, are 
in the process of development and will not add to the 
income until completion. 


3 New acquisitions, such as the Reisman portfolio, 
Toronto, that were taken on stream during the course of 
the year did not produce a full 9 months results. 


In a supplementary note to the balance sheet, the Adviser 
Morguard Properties Limited has stated that in its opinion 
those assets that were income-producing investments dur- 
ing the year reflect a growth in value, the amount being 
$7,364,000 over cost or some $4,300,000 over last year’s 
opinion. For clarification, developments in progress are 
appraised at cost until they reach the break-even point or 
one year after substantial completion, whichever is the 
sooner. 


Highlights 
Some of the major acquisitions during the year were: 


The closing of the Reisman purchase in Toronto. This 
portfolio comprised approximately forty suburban office 
and industrial buildings located along Highway 401 in 
the northern sections of Metropolitan Toronto. 


The completion and final leasing of the fifth phase of 
Meadowvale Corporate Square, Mississauga, Ontario, 
which is now on stream as a successful investment. 


The acquisition of 50 Bloor Street West, Toronto, a 
major retail building is currently in the final stages of 
development. Holt Renfrew is the major tenant and is 
expected to take possession and open its doors for 
business in early March of 1979. 


The commencement of an addition to the Inn of the 
Provinces, Ottawa; this project comprises an addition of 
144 rooms to be added to the existing hotel. The addi- 
tion is expected to be ready for occupancy early in 1980. 


The real estate markets across Canada, during the year, 
have been stable to sluggish creating an over-supply of 
certain types of product in some cities. With interest rates 
again on the rise, and the Federal Government attempting 
to curtail its deficits, it is likely that next year will not offer 
substantial improvement in the general marketplace. It 
does, however, appear that the economies of Ontario and 
British Columbia seem to be absorbing the over supply 
and could show some improvement, while Alberta contin- 
ues to absorb most of the space supplied. 


On behalf of the Board of Directors, | would also like to 
express our thanks to the Officers and staff of the Adviser 
and those other people who were instrumental in contrib- 
uting to the Company's success during the past fiscal year. 


da Lhe 


T. A. Boyles 
Chairman of the Board 


Balance Sheet september 30, 1978 (in thousands of dollars) 


PENSIONFUND REALTY LIMITED 
(Le Fonds de Pension Immobilier Limitée) 
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Auditors’ Report 
TO THE SHAREHOLDERS 


We have examined the balance sheet of Pensionfund Realty Lim- 
ited (Le Fonds de Pension Immobilier Limitée) as at September 
30, 1978 and the statement of operations and amounts dis- 
tributable and payable to bondholders for the period then ended. 
Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the 
circumstances. 


Toronto, Canada, 
October 31, 1978. 


In our opinion, except that depreciation has not been provided as 
described in note 1, these financial statements present fairly the 
financial position of the company as at September 30, 1978 and 
the results of its operations for the period then ended in accord- 
ance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


ie. 


Chartered Accountants 


Statement of Operations and Amounts Distributable 
and payable to Bondholders Nine Months Ended September 30, 1978 (in thousands of dollars) 


PENSIONFUND REALTY LIMITED Nine months Year 
(Le Fonds de Pension Immobilier Limitée) ended ended 
September 30, December 31, 
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Notes to Financial Statements september 30, 1978 


PENSIONFUND REALTY LIMITED 
(Le Fonds de Pension Immobilier Limitée) 
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SIGNIFICANT ACCOUNTING POLICIES 
The following is a summary of the significant accounting policies followed in the preparation of these financial statements: 


(a) 


(b) 


(c) 


Income recognition 
(i) Income and operating expenses are recorded on an accrual basis. 


(ii) Income and operating expenses are recorded commencing with the month in which the property attains the break-even point in 
cash flow or after a maximum period of one year after substantial completion of the property. 


Income-producing properties 

The corporation’s liability for payment of principal and participating interest on bonds payable is limited to the income distributable to 
bondholders generated by the income-producing properties. The computation of amounts distributable to bondholders does not 
include any deduction for depreciation. For this reason the company does not record depreciation in its accounts. 

The income-producing properties include land, buildings and equipment. 

Operating expenses 

Certain operating expenses are recoverable from bondholders and shareholders and for this reason have not been reflected in the 


statement of operations and amounts distributable and payable to bondholders. These expenses amount to $20,977 (1977— 
$28,258). 


NOTES PAYABLE 

During the period the company entered into a Financing Agreement, dated March 13, 1978, with the Canadian Imperial Bank of Com- 
merce, which provided for a revolving term credit in the aggregate principal amount of $34,000,000 for the purchase and completion of 
50 Bloor Street West. As at September 30, 1978 the bank has been provided with term notes from the company in the amount of 
$23,574,788. The term notes bear interest at the rate of 6% until June 30, 1980 and thereafter at the rate of 7%, and mature June 30, 
1983 (or earlier based on the yield on the Project). 


As security for the term notes the company had to meet the following conditions: 


(a) 


(b) 


(c) 


Provide the bank with Permanent Loan Commitments from the investors. All advances under the Permanent Loan Commitments are 

subscriptions by the respective investors for bonds. The bonds were issued June 30, 1978 under a Trust Deed dated May 11, 1978 

and are being held by the Trustee, to be issued to the investors on the delivery dates specified in the Bond Purchase Agreement. 

Provide the bank with an executed Debenture in favour of the bank, pledged as collateral pursuant to a Pledge Agreement. The 

debenture, dated June 27, 1978 in the principal amount of $34,000,000 is payable on demand and bears interest at a nominal rate of 

7% per annum. However, under the Pledge Agreement, the bank may realize upon the security only in the event of certain stipulated 

defaults. 

The security under the Debenture for the payment of the principal and interest and all other monies and liabilities from time to time 

secured thereby, consists of: 

(i) a first mortgage of the Project; 

(li) an assignment of all leases and agreements to lease premises in the Project and all monies payable by the lessees thereunder 
and all guarantees thereof or indemnities in respect thereof; and 

(iii) to the extent that the company is legally entitled to do so, an assignment of all interest of the company in certain agreements 
respecting the Project and all guarantees of the obligations of any party to any of such agreements. 

The execution and delivery of the Trust Deed to the Trustee and the execution and delivery to the Trustee of the Bonds in the 

aggregate principal amount of $34,000,000. 


MORTGAGES PAYABLE 
Mortgages payable consist of mortgages with interest rates varying from 7% to 92%. 


Specific land and buildings are pledged as security for the mortgages. $ 

Principal repayments under the terms of the mortgages are as follows: (in thousands of dollars) 
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BONDS PAYABLE 


The bonds are secured by Trust Indentures which constitute fixed and specific mortgages on the income-producing properties and 
developments in progress as follows: 


Amount 
Income-producing property Bonds payable (in thousands of dollars) 
The Meadowvale Corporate Centre, 
Mississauga, Ontario. 6% participating bonds, Meadowvale series, due December 30, 2000 11,788 


Amount 
Income-producing property Bonds payable (in thousands of dollars) 
Inn of the Provinces, Ottawa, Ontario. 3% participating bonds, Inn of the Provinces series, due December 30, 2001 24,100 
86th Avenue Building, Surrey, British Columbia.3% participating bonds, 86th Avenue, Surrey series, due November 1, 2001 2,625 
Bloordale Square, Etobicoke, Ontario. 3% participating bonds, Bloordale Square series, due December 15, 2001 PTESNS 
Truck Centre, Ottawa, Ontario. 3% participating bonds, Truck Centre, Ottawa series, due February 18, 2001 1,228 
Meridian Park, Calgary, Alberta. 3% participating bonds, Meridian Park, Calgary series, due December 1, 2001 ISAO, 
Franklin Industrial Park, Calgary, Alberta. 3% participating bonds, Franklin Park, Calgary series, due October 6, 2002 1,243 
Reisman Industrial Portfolio, Toronto, Ontario 3% participating bonds, Toronto Industrial series, due March 31, 2003 39,849 
Centre South, Edmonton, Alberta 3% participating bonds, Centre South, Edmonton series, due August 1, 2003 2,680 


87,678 


Estimated costs to complete developments in progress or projects committed are $14,271,000 of which $5,576,000 has been contrib- 
uted by bondholders and $8,695,000 is being funded through bank financing in accordance with the terms as described in note 2. 


5. CAPITAL STOCK 


10. 


11. 


The Class A shares are voting, participating and non-redeemable, with a par value of $10 each. Class A shares may only be issued to 
registered pension funds or plans. During the year, 2,000 shares were issued for $20,000 cash and 1,000 shares were cancelled. 


The Class B shares are voting and participating with a par value of $1 each and are redeemable at the amount paid up thereon. Class B 
shares may only be issued to pension funds or plans which are the holders of 1,000 Class A shares. During the year, 9,212 shares were 
issued for $9,212. 


Under a resolution of the board confirmed by articles of amendment dated July 17, 1978, the authorized capital of the company was 
increased by the creation of 225,000 additional redeemable voting and participating Class B shares with a par value of $1 each. 
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INCOME TAX POSITION 
The company is a pension corporation and as such is exempt from federal and provincial income taxes. 


COMMITMENTS 
The company has entered into an advisory contract which expires in 1980 with Morguard Properties Limited whereby that company 
provides investment advice and administrative services for an agreed fee. 


COMPARATIVE FIGURES 
Certain of the 1977 figures on the balance sheet and the statement of operations and amounts distributable and payable to bondholders 
have been reclassified to conform to the 1978 financial statement presentation. 


CHANGE IN YEAR-END 
Effective January 1, 1978, the fiscal year was changed from December 31 to September 30. 


SUPPLEMENTARY UNAUDITED INFORMATION 


Management of the adviser has made an in-house valuation of the income-producing properties of approximately $91,482,000 (1977— 
$39,365,000) by capitalizing the future earnings of each property at the applicable rate. This amount is exclusive of the Bloordale property 
which has been included at cost which includes a value yet to be substantiated attributable to the development potential of the property. 


This dollar value is the aggregate of all properties and does not necessarily represent the cash that would be realized should a single sale of all 
the properties take place. The excess of this value of the income-producing properties over their cost is $7,364,000 (1977—$3,053,200). This 
excess has not been reflected in these financial statements. 


Chairman’s Report to the Shareholders 


PENSIONFUND PROPERTIES LIMITED 
(Les Immeubles du Fonds de Pension Limitée) 


Your Company continued the investment operations of 
MEPC Canadian Properties Limited upon the amalgama- 
tion which took place on September 30th, 1977. Following 
this unique transaction, a smooth transition from a public 
company to a private investment company, wholly owned 
by Canadian pension funds, took place and without 
exception, the entire team of MEPC joined the Adviser, 
Morguard Properties Limited to manage the portfolio in 
accordance with expectations. 


During this fiscal year the book value of income-producing 
properties in the portfolio increased to $203,784 ,000 from 
$195,784,000 after allowing for a significant and profitable 
sales program related principally to the Company’s two 
investments in Seattle, Washington. A number of smaller 
property acquisitions and disposals were made during the 
year and these will continue to form part of the Com- 
pany’s program to cull, enlarge and redevelop 
investments when appropriate. 


Net earnings from operations of the Company increased 
to $7,376,000 this past fiscal year compared to 
$3,169,000 in fiscal 1977, after providing for depreciation 
in the amount of $1,008,000 in 1978 (1977—$1 ,258,000). 
In fiscal 1978 there was provision made for income taxes 
payable in the amount of $49,000 (1977—$2,743,000). In 
addition gains on the disposal of investment properties 
(including related foreign exchange gains) increased to 
$5,572,000 this past fiscal year compared to $1,488,000 
in fiscal 1977. 


During fiscal 1978 your Company commenced the devel- 
opment of an office tower in Calgary, Alberta and com- 
pletion is projected for the fall of 1979. In the brisk 
Calgary office market this project is substantially prelet 
with approximately 37% or 50,000 square feet of the 
building remaining for lease. The building is to be named 
after Canada Trust. 


In fiscal 1978 your Company, through the Adviser, com- 
menced the planning of a major mixed-use office and 
retail development in downtown Edmonton. The share- 
holders will be hearing more of this potential investment in 
the year ahead. 


Morguard Properties Limited has informed the share- 
holders that in its opinion the value of the portfolio, as at 
the end of the fiscal year, stood at $252,533,000 some 
$47,670,000 in excess of the cost of the income-produc- 
ing properties. 


Comments concerning real estate market conditions and 
expectations have been made in reports accompanying 
this one. While your Company may not be able to look for- 
ward to strong short term real estate markets throughout 
Canada, it will benefit from regional strengths and make 
progress overall because of its regional and product diver- 
sity, quality and management capability. 


On behalf of the Board of Directors, | would like to thank 
all investors for their support, interest and dedication. In 
addition, | would like to express the thanks of the Directors 
and investor-shareholders for the efforts of all the Advisers, 
officers and staff in making this an excellent first year. 


ee 
C. L. Keatley / 
Chairman of the Board 


Consolidated Balance Sheet september 30, 1978 (in thousands of dollars) 


PENSIONFUND PROPERTIES LIMITED 
(Les Immeubles du Fonds de Pension Limitée) 
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Auditors’ Report 


TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Pensionfund 
Properties Limited (Les Immeubles du Fonds de Pension Limitée) 
as at September 30, 1978 and the consolidated statements of 
earnings and retained earnings and source and use of funds for 
the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered nec- 
essary in the circumstances. 


Toronto, Canada 
October 30, 1978 


In our opinion, these consolidated financial statements present 
fairly the financial position of the company as at September 30, 
1978, and the results of its operations and the source and use of 
its funds for the year then ended in accordance with generally 
accepted accounting principles. 


Chartered Accountants 


Consolidated Statement of Earnings 


and Retained Earnings Year Ended September 30, 1978 (in thousands of dollars) 


PENSIONFUND PROPERTIES LIMITED 
(Les Immeubles du Fonds de Pension Limitée) 
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Consolidated Statement of Source 
and Use of Funds Year Ended September 30, 1978 (in thousands of dollars) 


PENSIONFUND PROPERTIES LIMITED 
(Les Immeubles du Fonds de Pension Limitée) 
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AdduOnAal Fepayments. of:lOng=term Gebe so. uc 's.. savesseers © dee oigie ee ea eee he 
Beco mpuon or DrelerenCe ShianeS haha nse rr ne le Dole re Meee, 
increase inimirst MOMnGages eCelVables: . fa3 bad. uaeea h wll pee te ee ce et aeteeie es, aus 
UG Cece In) CUENTA SGOT Ott manne eet nha ce Art a adia iri aaa eere iain GP RN ABE lero orn ic 
Piel CONAN OSG Wat aR ah ce CLG e ie ale eel eis a a Licks te bates ak as, 
PECUCHOMONGGICITOGNNCOIMe taxeSe7c makes pante ty Sareea cnt Sia emt MRO M Gays Was dewls 


INCREASE (OEGREASE MIN-FUNDS wale 5 ee wcen ne als aie geyaleake pe We dw ors a 
Bo NS MOCO aOly als pn tte ee re a EY ayant mae ges Sirk emaragriel ah Ya emery ahs 


aie VEG (CV) PISS | AR Le ee ne ete em a eae 


1978 


21,359 
14,496 


(6,210) 


8,286 


TOT. 


4,880 
81,091 


2,009 


92,534 


16,113 
4,015 
80,583 
411 
458 
1,000 
485 


103,065 


(10,531) 


4,321 


(6,210) 


EL DE EE ST EL DE ES AE LET EI TS IE SEL LIS EEE GIES 2 TELLS LE DET TEL POL AEE SAE ALLIEN PLIES LD LE DEC ECL LEER L IED IDLE LSE LE EL ELIE ENE LIED LEE LL LE ELLE TEL SED LAE EY 
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Notes to Consolidated Financial Statements september 30, 1978 


PENSIONFUND PROPERTIES LIMITED 
(Les Immeubles du Fonds de Pension Limitée) 


1. SIGNIFICANT ACCOUNTING POLICIES 
(a) General 
The Company’s accounting policies and its standards of financial disclosure are substantially in accordance with the recommenda- 
tions of the Canadian Institute of Public Real Estate Companies. 


(b) Consolidation 
The consolidated financial statements include: 
(i) the accounts of Pensionfund Properties Limited and its subsidiary companies, and 
(ii) the 50% share of the assets, liabilities and earnings pertaining to the Company’s interest in unincorporated joint ventures. 


(c) Capitalization of Costs 
The Company follows the policy of capitalizing, as a part of the cost of acquisition and development of properties: 
(i) direct carrying costs such as interest, realty taxes and other costs which pertain to such properties, 
(ii) the applicable portion of administrative overhead, professional fees and interest on general borrowings, and 
(iii) rental income and operating expenses during the period of development. 


The following amounts were capitalized during the fiscal years ended September 30, 1978 and 1977: 


1978 1977 
(in thousands of doilars) 
$ $ 
TARERESE oc Fa Rs IE Bee eke Lace i LTDA OR ict Seep te: ers nar aaa 1,219 Tecate) 
PROPErYVitaxes ANGhOlneriCOSts vay. sc. ce, home Sunol crim an a cere ah SSE eat ete Oe 281 513 
NetrentaltiniGoime mea. cacauen crmec ieee Seen ee eka 1 erp Ne RV Sheers ee Pe (251) (376) 
1,249 1,455 


(d) Income Recognition 
(1) Income and operating expenses are recorded commencing with the earlier of the month in which the property attains the break- 
even point in cash flow and after a maximum period of one year after substantial completion of the property. 


(ii) Income from property sales is recognized when at least 15% of the sale price has been received in cash, title has been trans- 
ferred to the purchaser and other material conditions of sale have been met. 
(e) Depreciation 
Depreciation is recorded on income-producing properties on a 6% forty-year sinking fund basis. Under this method depreciation is 
charged to income in an amount which increases annually, consisting of a fixed annual sum, together with interest, compounded at 
the rate of 6% per annum so as to fully depreciate the buildings over their anticipated useful lives. 
(f) Currency Translation 


(i) Long-term debt payable in United States funds has been expressed in Canadian dollars at the rate of exchange prevailing when 
the funds were received. (See Note 8) 


(ii) Other assets and liabilities in United States funds have been expressed in Canadian dollars at the rate of exchange prevailing at 
the date of the balance sheet. 


(g) Unamortized Leasing Commissions and Other Expenses 
(1) Leasing commissions are amortized over periods not exceeding 10 years. 


(ii) Financing expenses are amortized over the terms of the respective debt. 


2. FIRST MORTGAGES RECEIVABLE 
First mortgages receivable bear interest at rates from 9% to 10%2% and mature as follows: 


(in thousands of dollars) 


HSV Go a ae aee eeputtoats acon rn erat hee Meee nL) 53) 
TOBO cerAc ree oaths wrk tak eke an Renta as eatin 95 
LAC ict eater ear emN eR MOY Pe ye mnnine eR wr neh, Winnie SS 
WIG 2s Fr SANS A acres Sen tey Pcme  oer ere e ee eny ore 46 
HIS 3 5 naa EN ore ae an Nene p ua Ry Ee ie 2 50 
SUPSEGUENTHOMIO OST. ven. athe ters seein riots eee ch er ae 1,759 

2S 


iz 
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INCOME-PRODUCING PROPERTIES AND DEVELOPMENTS IN PROGRESS, at cost 


Income-Producing Properties Developments In Progress 
1978 1977 1978 1977 
(in thousands of dollars) 
$ $ $ $ 
Clr rere at ait e Aiea tte lum Lika Dag hie han, fie cas 46,365 45,959 4,393 4,966 
BUNldingsanaimMprOvemnentS eae us es tuereen once ene fi, 158,498 149,694 = — 
CONSiuCtiOmMMorOGeSStewa = een err ethes we intee. se tsines _ — 7,767 10,848 
204,863 195,653 12,160 15,814 
Accumulated depreciation on 
UNlGingsancdimprovementS ceammersnee eee ore 1,079 ~ oa — 
203,784 195,653 12,160 15,814 


DIVIDEND RESTRICTIONS 

The Trust Deeds and Trust Indentures under which the First Mortgage Bonds and Sinking Fund Debentures are issued, contain certain 
restrictions on the declaration or payment of dividends on common shares so long as any of the said Bonds or Debentures are 
outstanding. 


INTEREST 
Interest expense included the following: 1978 OTT. 
(in thousands of dollars) 
$ $ 
IMCTESLOMMOMORtETIM GSD Upeuteuantr. eevee ane Ne aaa ter SsCaLS te Le nca funth Sigethr Pens meneame occa AT aoa. AA cers cee eel 11,967 10,988 
intesesLonibanimoans and oOtherindebtedmessy. set ae eas, cach eoi sehen ct adel ne tne ns cee gasbwetin alcle 193 305 
12,160 11,293 
Less: Interest applicable to properties under development ........... 0.0. cece ee eee 1,219 1,318 
10,941 91975 
HESS AINCOMENKOMLSMO liste lO AVESEUMCMESt a aracwid eee eas noc clone eon eetiet ro, Laces hea aeten alse es Fauaebeecesetnean rans 331 261 
PMC (CSKEXDEMSC— IC lartcnes mee he neeee etre Stee cake init, Sor4, oe, On eee i fs Maem (sans wn A Say 10,610 9,714 
COMMITMENTS 


(i) Capital Expenditures 
As at September 30, 1978, expenditures of $10,098,000 will be required to complete the current development program. 


(ii) Land Leases 
The aggregate minimum rental obligation under land leasesis as follows: .... 0.0.0.0... cee eevee ee 1979 to 2010 — $153,000 
2011 to 2026 — 130,000 
2027 to 2058 — 82,000 
2059 to 2061 — 74,000 
2062 to 2069 — 60,000 
(iii) Advisory Agreement 
The Company has entered into an advisory agreement expiring in 1979 with Morguard Properties Limited whereby that company 
provides investment advice and administrative services for an agreed fee. 


DEFINITION OF FUNDS 1978 1977 
(in thousands of dollars) 
$ $ 
CS as Si hosel a Sas a, Be, da pn ema Toa anny as no an cn be it nn eR ce inlets 241 Wake! 
SHONELSHMIMINVESIMEN Sas wyere eeckete ee sonatas tesseen cadet etd cise a che eee ete LIES mete PRP a Ro enree 11,533 1,004 
RENtsiana SUNG iyi CElVaDICS ee Aner es woke eee ranes Ai a Rhee nt Ns rad Soh rien Neca Apia ae as ere endo ee  Sial aP 851 918 
BrepaldiexPeMmSe Sameer eer ees aac Wee ect hei Pie Gear achy tet crue ier cd pte tree tht ark een ge a a RO Ry 1,229 1,254 
Bai KiOali Sma) cere car ree T Cre rine 6b meee erie oy oti) dye aa ond are sad i woh Meee A ty bike atl ee ee ees ~ (1,500) 
ACCOUMS Day able angaccruediliaDIhtieS s srences cin skterstsnete qrekon Cr ilu (o aoe ae rerairemeuM rn eae oi amierie cam acting w Gt.a0. (4,475) (6,964) 
DETEIECIREVEN UCI atierinnt arias tein als ih chen VARs ORS com Ac eT I cL te WENA nV raid in ohaagh Ncrese le oe waeige as ( 445) ( 374) 
ingomertaxes DaVable menawy s.eeerrrite core tack, let, Le fm nel me nent vate Wee eA Mmm Mas ome cn (_ 648) (_ 661) 
8,286 (6,210) 


8. LONG-TERM DEBT AND OTHER FINANCING 
Sinking Fund Requirements Principal Balance 
1978 HST 
(in thousands of dollars) 
First Mortgage Sinking Fund Bonds $ $ 
654961982 SEES Alek. Sek wrt ceeen tes Neat eee ae are sy ene $125 1,320 1,484 
626901 G8 S'SECHES mento aa ee ee ee eee 25 271 271 
BY 96-19 OT SC MCS mtr rws set rere ee Rea ene ee eres 130 2,960 3,090 
Oy A cise oesicl dic\om metas, eae tan Fe Orennicn (np lod anaueeinousmccece 62 1,091 Waals 
BW es Creel (CU SEMI Ols axe ames pe Sa Ay eons Se 125 1,828 1,963 
SETAC ESEMI SUES PSS iS AO ere o> Gas dbl oa Scat G Gu lets Led eta 105 1,838 1,951 
T2168 oN G88: SenleS (U- Soil, SOS) mmranam eee ate eee ere 65 1,480 1,549 
Soo TOOT Seniesi (WISSOil7 SOG) barman iat eee aay Perea 130 1,345 1,476 
12,133 12,937 
Mortgages Payable 
6% to 11 %% (average rate approximately 92%) ............. 71,096 62,910 
Sinking Fund Debentures 
8%. TOO KSeETIES Ae nies Gia ie reece ae wa tee $240 5,495 5,689 
BS4Y0NVOGAESCNIES. Bie hie eae eee Se eee ee ee eee 343 8,702 9,089 
OYaVor1 GOSS CnieS: Graee masa tek eee eee ee oe eee eae 686 18,575 19,208 
11% 1997 SeriesD(Commencingin1979) ................ 686 19,900 20,000 
52,672 53,986 
Notes Payabletrs scl soe. Aarau crete eee te re ee as - 235 
Interim financing—development project 
BanilOaimS ais oe acne eat cca co mer gin eae ae 737 _ 
AdVanGestromySianehO|lG eS ma ycea ce a-ee tee aera = eee ee 276 = 
1,013 = 
136,914 130,068 
LONG-TERM DEBT AND OTHER FINANCING is repayable approximately as follows: (after deducting amounts currently held for sinking 
fund requirements) 
Year Ending September 30 
(in thousands of dollars) 
1979 1980 1981 1982 1983 Subsequent Total 
$ $ $ $ $ $ $ 
First Mortgage Sinking FundBonds ...... 697 767 767 1,642 2,006 6,254 2eeS: 
Monigages|payabicweee 9 -o) maretn eat eens 2,109 2,466 2,992 2,040 3,601 57,888 71,096 
Sinking Fund Debentures ............. 1,467 alc loyo) LS 1,955 iL as 43,385 52,672 
HeREVUMUAEINGING Ps% kn ao ee es 8 ae eo dec 1,013 IRONS 
5,286 5,188 5,714 Bross 7,962 LOO 136,914 
Translation of U.S. dollar debt at the rate of exchange prevailing at September 30, 1978 would increase long-term debt by $971,000. 
9. INCOME TAX POSITION 
The Company is a pension corporation and as such is exempt from Canadian Federal and Provincial income taxes. 
Income taxes of $49,000 charged to earnings from operations are applicable to earnings of certain subsidiaries which were wound up 
during the year. 
10. COMPARATIVE FIGURES 


The comparative figures at September 30, 1977, reflect the following: 


(i) The consolidated balance sheet of the Company as at September 30, 1977, after giving effect to the amalgamation with M.E.P.C. 
Canadian Properties Limited and the redemption of the preference shares issued under such amalgamation. 


(ii) The consolidated statement of earnings before extraordinary items of the predecessor company, M.E.P.C. Canadian Properties 
Limited. 


(iil) The consolidated statement of source and use of funds of the predecessor company, M.E.P.C. Canadian Properties Limited, 
adjusted to give effect to the amalgamation, the redemption of the preference shares, acquisition costs and other amalgamation 
adjustments. 


SUPPLEMENTARY UNAUDITED INFORMATION 


Management of the adviser has made an in-house valuation of the income-producing properties of approximately $252,533,000 by capital- 
izing the future earnings of each property at the applicable rate. 


This dollar value is the aggregate of all properties and does not necessarily represent the cash that would be realized should a single sale of all 
the properties take place. The excess of this value of the income-producing properties over their cost is $47,670,000. This excess has not 
been reflected in these financial statements. 
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Adviser’s Report on Operations 


MORGUARD PROPERTIES LIMITED 
(Les Propriétés Immobiliéres Morguard Limitée) 


General Comments 


A profound evolution has taken place within Morguard Properties 
Limited in the past three and a half years since its creation. The 
greatest change took place during 1977/1978 as a result of the 
incorporation of Pensionfund Properties Limited for the pension 
funds, and the subsequent amalgamation with M.E.P.C. Canadian 
Properties Limited. The growth of administered assets since the 
incorporation of Morguard Properties Limited is developed on a 
chart shown in the financial part of this report. During this twelve 
month period, the Company has fulfilled a significant number of its 
principal objectives, including that of establishing the full depth of 
expertise required to operate a large property portfolio. The Com- 
pany now has established a network of ten offices across the 
country giving full operational management to the assets of 
Pensionfund Realty Limited and Pensionfund Properties Limited in 
major urban centres in Canada. 


Coupled with this is the continuing development of a new business 
team active in the major growth centres across the country. 
Through their efforts a growth in assets has taken place of 
approximately $75,000,000. Most pleasing has been the support 
given by the pension funds toward the proposals which have been 
put forward during this period. 


We have just come through an unexciting and somewhat difficult 
year in the Canadian real estate markets, with a continuation of 
the effects of over supply in most centres. Good opportunities 
have been in short supply and those transactions which have 
taken place appear to have been completed at very low yields. 
Nevertheless, some significant and exciting transactions were 
completed this year with the purchase of the 50 Bloor Street West, 
Toronto project, and the Reisman industrial portfolio, as well as 
the very favourable sale of U.S. assets known as South Centre 
Corporate Square, and Century City in Seattle. 


Your companies have recorded a satisfactory year of operations. 
Pensionfund Properties Limited had net earnings per common 
share from operations of 92 cents and earnings for the year of 
$1.61 per share, and a cash flow per common share from oper- 
ations of $1.05 and a total cash flow per common share for the 
year of $1.74. The substantial increase in the earnings for the year 
over the operational earnings was as a result of the contribution of 
$4,480,000 from the sale of the Seattle properties of which 
$3,630,000 was the South Centre Corporate Square portion. 
Development of that asset during the year resulted in substantial 
value creation. 


Pensionfund Realty Limited’s actual weighted return on invested 
dollars of $57,495,000 was 8.76% as compared to the estimated 
initial return on the fifty-four properties of 8.74%. 


= 


R. A. GREINER, F.R.I., 
President and Chief Operating Officer 
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During the course of 1978 the assets under administration by 
Morguard Properties Limited increased by approximately 30%. In 
recognition of this increase and the potential future growth, 
Morguard Properties Limited will put into operation an upgraded 
electronic data processing system designed for additional capac- 
ity and flexibility in management information. 


During the fiscal 1977/1978 year, developments were completed 
which totalled approximately $19,000,000. The present budget 
indicates $25,000,000 will be required to complete committed 
developments and acquisitions, of which $17,500,000 will be 
spent in fiscal 1978/1979. 


Our acquisition programme will continue to be aggressive in the 
market place for good investment opportunities throughout the 
country. In our opinion, the market for purchasing fully developed 
investment properties will continue to remain highly competitive 
and yields will not change substantially. We do however, expect 
there will be a reasonable supply of good offerings available. 


Outlook 


We anticipate that 1978/1979 will continue at least in the early 
stages, to be a year of moderate growth. There are signs, 
however obscure, that changes are beginning to take place in the 
attitudes and expectations of Canadians. Various levels of govern- 
ments appear to be recognizing the damaging effects of uncon- 
trolled expenditure and rapid inflation. It is hoped that at municipal 
levels, planning authorities will recognize present needs and that a 
more positive and productive approach will be taken. Some results 
are being noticed, but the effects of any corrective measures take 
time and it may be in the latter part of the year before we see a 
significant benefit. U.S. and Canadian dollar differences are start- 
ing to have their effects on supply segments of our construction 
market, in that certain building components such as concrete, are 
finding good markets south of the border. In heated markets such 
as we have in Alberta, this is showing up as rationing and may, if it 
continues, result in greater construction costs in the Canadian 
sphere of activity. It will bear some watching. There is never- 
theless, reason for optimism about this country’s economy and 
with the fundamental strengths that appear to be the basis of this 
Company, we feel this challenge will be well met. 


Once again, we would like to express thanks and appreciation to 
our shareholders for their fine support and to our staff for their 
dedication to ensuring that this Company and Pensionfund 
Realty /Pensionfund Properties Limited will be a truly unique and 
successful enterprise. 


W. R. BADUN, P.ENG., M.B.A., 
Chairman of the Board 


PENSIONFUND REALTY LIMITED AND PENSIONFUND PROPERTIES LIMITED 


Property revenues by class and geographical area ($000’s) 


CLASS ALTA./SASK: MANITOBA ONTARIO QUEYNIBSANIS: TOTAL 
Office Soy WY Stowe 6.8% $2,810 13.2% $5,467 5.2% $2,189 43.3% $17,963 
Industrial BAO) 2,058 ia 743 «416.9 7,009 1.6 668 30.8 12,769 
Commercial 
and Retail 4.4 1,856 We 417 BAS 1,092 TRO 2,980 23.7 9,826 
Residential _ 22 910 — — 22 910 
Total 26.38% $10,912 15.1% $6,271 11.8% $4,880 32.7%$13,568 14.1% $5,837 100.0% $41,468 


INDUSTRIAL 
$12,769 
30.8% 


COMMERCIAL 
AND RETAIL 
$9,826 
23.7% 


OFFICE 
$17,963 
43.3% 


RESIDENTIAL 
$910 
2.2% 
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PENSIONFUND REALTY LIMITED AND PENSIONFUND PROPERTIES LIMITED 


Property cost by class and geographical area 


NUMBER OF PROPERTIES AND % OF COST BY CATEGORIES TO TOTAL COST OF $288 MILLION 


CLASS B.C. ALTA./SASK. MANITOBA ONTARIO QUE./N.B./N.S. TOTAL 
Office 10 Vi2% 49 41-0 6.0% iS) 4.7% 14 ne apc 8) 53 36.6% 
Industrial 12 6.1 28 6.5 10 2.1 92 25.4 14 156 41.9 
Commercial 
and Retail 20 6.5 22 4.8 5 1.0 10 2.4 ie) 66 20.3 
Residential _ — 2 Tn2 _ 2 12 
Total 42 21.8% 60 VESte 520 9.0% 116 419 33 21I J100.0% 
Total Cost 
($ Million) $62.8 $49.9 $26.0 $119.5 $29.8 $288.0 

INDUSTRIAL 
$120.7 MILLION 
41.9% 
COMMERCIAL 
OFFICE AND RETAIL 
$105.4 MILLION $58.4 MILLION 
36.6% 20.3% 
RESIDENTIAL 
$3.5 MILLION 
1.2% 
Property costs by range 
TOTAL COST OF 
NUMBER OF ALL PROPERTIES % OF TOTAL 
COST PROPERTIES INRANGE COST OF ALL AVERAGE COST 
(Millions) IN RANGE (Thousands) PROPERTIES (Thousands) 

Under $1 189 $ 76,344 26.50 404 
$1 to $2.5 67 104,208 36.17 12555 
$2.5to $5 Hc 54,191 18.81 3;613 
$5 to $10 4 24,849 8.63 Biche 
$10 to $20 2 28,506 9.89 14,253 
Total iM i $288,098 100.00 $ 1,040 


-ENSIONFUND REALTY LIMITED AND PENSIONFUND PROPERTIES LIMITED 


schedule of properties sold 


)CTOBER 1, 1977 TO SEPTEMBER 30, 1978 


DATE Pre DATE GROSS NET PRAISED VALUE 

JESCRIPTION LOCATION PURCHASED COST SOLD SALE PRICE PROFIT * BEFORE SALE 
ervice Station Edmonton Feb. 1960 104,150 Jan. 1978 170,000 65,850 110,000 
‘etail Plaza Saskatoon Mar. 1969 344,700 Feb, 1976 450,000 105,300 400,000 
idustrial Building Quebec Aug. 1972 685,200 Apr. 1978 975,000 289,800 800,000 
‘etail Plaza Halifax July 1967 89,300 June 1978 97,000 7,700 100,000 
‘etail Plaza Winnipeg Jan. 1964 98,200 July 1978 115,000 16,800 115,000 
)ffice Building Winnipeg Oct. 1960 612,400 Sept. 1978 725,000 112,600 715,000 
‘etail Office Saskatoon May 1969 369,300 Sept. 1978 525,000 155,700 400,000 
ffice Buildings Seattle Mar. 1977 8,230,000 Sept. 1978 11,860,000 3,630,000 8,230,000(1) 
hopping Plaza Seattle Feb. 1976 2,712,000 Sept. 1978 3,900,000 1,188,000 2,712,000(1) 

13,245,250 18,817,000 SOriw oo 13,582,000 


After payment of brokerage commissions and other sales expenses, and including substantial exchange gains on the U.S. properties. 


1) Valued at cost. 
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PENSIONFUND REALTY LIMITED AND PENSIONFUND PROPERTIES LIMITED 


Property costs by age of buildings 


(thousands) Sree 
100 $97,260 


80 $80,505 
60 


40 


20 


UNDER 5 YEARS 617010 YEARS 11 TO 20 YEARS 21 T7030 YEARS OVER 30 YEARS 
27.9% 15.9% 33.8% 9.5% 12.9% 


Property costs at fiscal year end 


(millions) 
aR 1 Office 2 Industrial 3 Commercial and Retail 4 Residential 
| $120.7 

100 
50 

$29.8 

iis 6.4 

1 2 3 4 1 eg 3 4 

YEAR ENDED 1976 ~ 1977 
TOTAL $34.9 $36.4 
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Morguard Properties Limited 
Hospitals of Ontario Pension Plan 
City of Ottawa Superannuation Fund 
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’ 
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Limited Pension Plan 


Du Pont of Canada Limited 
Pension Trust Fund 


Alberta Government Telephones 
Employees’ Pension and 
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Hudson's Bay Company 
Pension Plan 
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*R. A. GREINER 


a KRO 
a i 


*Members of the Executive Committee 


OFFICERS 

PENSIONFUND REALTY LIMITED 
Chairman T.A. BOYLES 
President R.M. DALZELL 
Vice President R.A. GREINER 
Treasurer A.S. FORSEY 
Secretary G.E. A. PACAUD 
Asst. Treas. J.P. RENEHAN 
Asst. Sec. R.W. HESLOP 


W. A. HOUGHTON 
M.H. MORGAN 
C.M. RAMSAY 


A. K. STEPHENS 


PENSIONFUND PROPERTIES LIMITED 


Chairman C, E. KEATLEY. 
President R.A. GREINER 
Treasurer A.S. FORSEY 
Secretary G.E. A. PACAUD 


Asst. Treas. J.P. RENEHAN 
Asst. Sec. W. A. HOUGHTON 
M. H. MORGAN 
A.K. STEPHENS 
C.M. RAMSAY 


R.W. HESLOP 


20 


Management Committee of Morguard Properties Limited, the Adviser 
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R. W. HESLOP, B.Sc., F.R.1., Vice President 
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Some properties which reflect the range of the holdings of P.R.L. and P.P.L. 


ee | 


Top: Toronto; 50 Bloor Street West 
Left: Calgary; 5th Avenue and 3rd Street 
Right: Calgary; 5th Avenue and 3rd Street under construction 


Bottom: Ottawa; Inn of the Provinces 
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Real Estate Offices: Morguard Properties Limited, the Adviser 


HEAD OFFICE MEADOWVALE BRANCH 
Suite 300 Plaza 1 

1027 Yonge Street 2000 Argentia Road 
Toronto, Ontario Mississauga, Ontario 

M4W 3E8 Mr. R. Stephens 

HALIFAX BRANCH WINNIPEG BRANCH 
6009 Quinpool Road Suite 803 

Halifax, Nova Scotia 310 Broadway Avenue 
B3K 5J7 Winnipeg, Manitoba 

Mrs. B. Oldfield R3C 0S6 

QUEBEC CITY BRANCH Mr. O. W. Steele, A.A.C.1., C.P.M., F.R.I. 
Ch. 801 | EDMONTON BRANCH 
Edifice Banque Royale Suite 1402 

710 Place D’Youville 10025 Jasper Avenue 
Quebec City, Quebec Edmonton, Alberta 

GiR 4Y4 155156 

Mr. J. Larose Mr..D. Jamieson, B.Com. 
MONTREAL BRANCH CALGARY BRANCH 
Suite 310 Suite 502 

1470 Peel Street 239—8th Avenue S.W. 
Montreal, Quebec Calgary, Alberta 

H3A 171 T2P 1B9 

Mr. R. W. Heslop, B.Sc., F.R.I. Mr. T. F. Prete 

OTTAWA BRANCH VANCOUVER BRANCH 
Suite 303 Suite 150 

350 Sparks Street 409 Granville Street 
Ottawa, Ontario Vancouver, British Columbia 
K1R 7S8 VeGit2 

Mr. A. Egan, C.P.M. Mr. V. J. Parker, M.Sc., M.C.I.P., P.Eng. 
50 BLOOR STREET VICTORIA BRANCH 

50 Bloor Street West Suite 620 

Toronto, Ontario 880 Douglas Street 

M4W 1A1 Victoria, British Columbia 
Mr. D. Clark, B.Com., M.B.A. V8W 2B7 

TORONTO BRANCH Mr. J. W. E. Hayes, F.R.1. 
Suite 201 


505 Consumers Road 
Willowdale, Ontario 
M2J 4V8 


Mr. J. D. Slidders, B.Com., F.R.1. 


